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The Goal Has Changed: From a Fixed Destination to a Sustainable Journey

The Old Model (Accumulation)

ho

Work, save a large lump sum, and systematically
withdraw, hoping it lasts.

Key Challenges
@ Longevity Risk: People are living longer, increasing
the risk of outliving their savings.

@ Market Volatility: Economic downturns can wipe out
years of growth, derailing fixed withdrawal plans.

@ Inflation Erosion: The rising cost of living reduces the
purchasing power of fixed savings over time.

The New Model (Cash Flow)

Build multiple, diversified income streams that generate
continuous cash flow, independent of employment.

The Strategic Goal

Create a financial engine that runs itself, providing
security and freedom throughout a longer, more active
retirement.
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Establish Your Foundation with Predictable Income.

S

Annuities

Pay a lump sum to an insurance
company for guaranteed regular

payments for a set period or for life.

* Pros: Predictable, guaranteed
iIncome.

» Cons: Money is locked in, lower
returns, inflation risk.

Pension Payouts

Guaranteed income for life from a
former employer's defined benefit
plan.

» Pros: Often inflation-adjusted,
highly reliable.

» Cons: Increasingly rare, tied to
past employment.

Fixed-Income Investments
(Bonds, CDs, TIPS)

Earn predictable interest from
government or corporate bonds,
Certificates of Deposit (CDs), or
Treasury Inflation-Protected Securities
(TIPS).

» Pros: Generally lower risk than stocks,
predictable income. TIPS specifically
protect against inflation.

» Cons: Lower returns, especially in
low-interest-rate environments.
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Fuel Your Growth with Market-Driven Assets

Dividend Stocks

Invest in established companies that
distribute a portion of profits to
shareholders.

» Pros: Consistent income, potential
for capital appreciation, tax
advantages (dividends often taxed
at lower rates).

» Cons: Market volatility can affect

stock prices and dividend payouts.
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Income ETFs
(Exchange Traded Funds)

A hands-off, diversified way to invest
in a basket of income-generating
stocks or bonds.

» Pros: Instant diversification, lower
effort.

» Cons: Subject to market risk,
management fees.
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REITs (Real Estate
Investment Trusts)

Invest in companies that own or
finance income-producing real
estate. Trade like stocks.

» Pros: High dividend yields, real
estate exposure without direct
ownership.

» Cons: Subject to real estate
market fluctuations.
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Leverage What You Own and What You Know.

Rental Income (from
existing property)

Generate stable monthly income by
renting out a spare room, a basement
apartment, or an entire property you
already own. *Note: This strategy
focuses on existing assets, not new
acquisitions.*

« Pros: Stable monthly income,

potential property appreciation.

» Cons: Requires setup, ongoing
maintenance, and potential tenant
Issues.

Royalties from
Creative/Intellectual
Property

Earn long-term income from a one-

time effort by licensing a book, music,
art, or a patent you've created.

» Pros: Truly passive income after
initial work.

» Cons: Requires significant upfront
effort and specialized
talent/knowledge.

Digital Products

Leverage your life experience by
creating and selling online courses, e-
books, or stock photos on a topic you
know well.

» Pros: Scalable, can reach a global
audience.

« Cons: Requires creation and
marketing effort upfront.
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Why Traditional Measures of Risk Are Misleading for Retirees.

The financial industry often uses standard deviation of annualized returns to measure risk. This makes risk
appear to decrease over time, which is dangerously misleading for someone withdrawing money.

Hypothetical Real Wealth Per Dollar Invested for

Hypothetical Average Annualized Real Returns Portfolio with No Withdrawals or Further Investments

30 $5.00

2ol This chart of average annualized
returns seems to show risk

...but this chart of cumulative wealth
shows the actual range of possible

outcomes widens dramatically.
Risk increases with time. | |
..Illllll

W Sth-95th ¢ Expected Portfolio Value

20
15

decreasing over time...

10 +2 StDev $3.00
+1 StDev
Median
_ -1 StDev
-9

Annuallzed Real Return
@

Portfolio Value (In Today's Dollars)
Ly
=

o~
o=
o
o
-
o

1 2 3 4 5 6 7 8 9101112131415 1617 18 19 20 1 2 3 4 5 6 7 8 9 10111213 14 1516 17 18 19 20
Year Year

The Bottom Line: For a retiree, the real risk isn’t portfolio volatility from year to year.
It’s the risk of running out of money. We need a better way to measure success.
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A Smarter Approach: Transform Longevity Risk into

Investment Risk.

The Core Idea

Instead of managing your portfolio to avoid
hitting zero, manage it to stay above the
"Annuitization Hurdle"—the amount of
money needed at any given time to
purchase a lifetime annuity that covers your
essential spending.

How it Works

Your portfolio's job is to preserve the ability
to annuitize if needed. This transforms

the abstract fear of “living too long” into a
concrete investment goal you can track.
Failure no longer means financial ruin; it
simply means having to annuitize earlier
than you hoped.

Expected Ending Wealth over Age

Your Safety Net:
The Annuitization Hurdle
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The goal is to keep your portfolio
value (the colored lines) safely
above your safety net (the blue
line),
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For Property Owners, Sustainable Profitability Requires

a Risk-First Mindset.

1. Integrate Risk Into Your
Business Strategy

Clearly define your goal (e.g., long-
term retirement income vs.
aggressive growth) and align your
risk appetite and budget accordingly.

3. Develop a Proactive
Response to Regulations

Don't just react to new laws.
Understand the regulatory
environment, adapt your
operations, budget for compliance,
and advocate for your business.

Source: Adapted from Walden University research on rental real estate profitability.

2. Cultivate a Risk
Management Network

Your network is a key asset. Actively
build relationships with peers,
reliable contractors, and legal/tax
professionals to mitigate
operational risks.

4. Create Positive
Social Change

Well-maintained, stable housing is a
social good. It attracts higher-quality,
long-term tenants, reducing turnover
costs and vacancy risk. This is both a
moral and a financial strategy.
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Your Asset Allocation Shouldn’t Be Static; It Must Be Dynamic

The Problem with Static Allocation

A fixed 60/40 portfolio doesn’t adapt to real-world
changes. A market downturn can significantly
increase your risk of falling below the
annuitization hurdle.

The Dynamic Solution

Your asset mix should adjust based on your
portfolio’s value relative to the hurdle.

« Comfortably Above the Hurdle? You can take on
more growth-oriented risk (e.g., more equities).

« Approaching the Hurdle? You automatically
become more conservative to protect your
safety net (e.g., more fixed income).

The Dynamic Strategy

A dynamic approach
creates a more efficient
portfolio, offering higher

potential wealth for a
S given level of risk.

Expected Ending Wealth
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The Rules of the Road: Understanding “Passive” for Tax
Purposes.

What is a “Passive Activity™?

The IRS defines two main types:

BUSINESS

&)

1. Trade or Business Activities: In which

you do not materially participate during
the year. (“Material participation” has
specific tests, such as participating for
more than 500 hours.)

. Rental Activities: These are generally

considered passive, even if you
materially participate (unless you qualify
as a “Real Estate Professional” under
specific IRS rules).

Source: IRS Publication 925, Passive Activity and At-Risk Rules.

2
The Most Important Rule to Know

Losses from passive

=

You cannot use losses from a passive rental
property to offset your salary or portfolio
income (like dividends and interest). This is a

passive activities.

critical factor for tax planning.

activities can generally s
: Income
income from other

~
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A Quick Guide to How Passive Income Is Taxed

Income Stream Typical Tax Treatment

Qualified dividends are taxed at lower long-term capital gains

Dividend Income rates. Non-qualified are taxed as ordinary income.

Interest Income (Bonds, CDs) Generally taxed as ordinary income at your regular tax rate.

Taxed as ordinary income, but subject to Passive Activity Loss
Rental Income rules. You can deduct expenses like mortgage interest, property
taxes, and depreciation.

The portion of the payment that is a return of your principal is tax-

Annuity Payouts tax-free;the earnings portion is taxed as ordinary income.

**Disclaimer: *The information provided here is for educational purposes and is not tax advice. Please
consult with a licensed professional for advice concerning your specific situation.*
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Build Your Personal Atlas by Answering Five Key Questions

R
>

What is my required income?
Define your essential and desired spending goals to establish your cash flow target.

What is my true risk tolerance?

Am | more concerned with market volatility day-to-day, or the risk of running out
of money long-term (the “risk of ruin”)?

Which income streams fit me?

Which streams align with my existing assets (property, investments) and my
accumulated knowledge and skills?

How will I manage risk & taxes?

What is my plan for portfolio management (static vs. dynamic), asset-specific risks
(like rental regulations), and tax efficiency?

Who is on my professional team?
Who are my trusted advisors? (e.g., financial planner, accountant, legal expert).
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Assess Risk
Tolerance Honestly

Understand your comfort level
with different types of risk, from
market fluctuations to property
management issues.

Balance Upfront Effort
vs. Maintenance

Be realistic about the work
required to set up each stream
and the occasional
maintenance needed.

Navigate Wisely: Key Principles tfor a Secure Journey

Understand the Tax
Implications

Consult a professional to
understand how each income
stream will affect your overall
tax situation.

Be Aware of Scams

Be highly skeptical of any
scheme promising unrealistic
returns with no effort. If it
sounds too good to be true, it is.
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Your Journey to a Financially
Secure Retirement 1s Ongoing.

For more in-depth articles, tools, and resources designed for an active and
fulfilling retirement, direct your queries and continue your journey at:

https://www.eatruntravelretire.com/



Disclaimers & Sources

Disclaimer

This presentation is for informational purposes only and does not constitute financial,
investment, or tax advice. You should consult with a licensed professional for advice
concerning your specific situation.

Sources

EatRunTravelRetire.com: “Retirement Passive Income: Funding Your Golden Years with
Ease”

Forbes: “Passive Income: The New Retirement Plan?”

FPA Journal: “"Modern Portfolio Decumulation: A New Strategy for Managing Retirement
Income”
IRS Publication 925: “Passive Activity and At-Risk Rules”

Walden University ScholarWorks: “Risk Management Strategies for Sustainable Rental Real
Estate Profitability”
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